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Brazilian Purchase from the Fund 


The Government of Brazil has arranged a purchase 
of the equivalent of US$47,700,000 in currencies held 
by the International Monetary Fund. The arrangement 
provides for a repurchase, with payment to the Fund 
of the same amount in gold or convertible currency, not 
later than six months after the transaction is completed. 


The present transaction, which is thus of a short- 
term character and not part of a general stabilization 
program, is for the purpose of mitigating current diffi- 
culties in Brazil’s situation. The arrangement immedi- 
ately makes available to the Brazilian Government 


International Tin Agreement 

At the last meeting of the International Tin Council, 
held in London on May 2 and 3, it was decided that 
the total permissible export quota for its six member 
countries would be the same in the third quarter of 1960 
as in the second quarter, i.e., 37,500 tons. 

The votes of the producing countries participating 
in the International Tin Agreement were reallocated, 
effective July 1, 1960. The percentages and the changes 
since 1959 are as follows: Federation of Malaya, 
38.20 per cent (plus 0.45 per cent); Indonesia, 
19.00 per cent (plus 0.10 per cent); Bolivia, 18.43 per 
cent (minus 0.97 per cent); Belgian Congo, 9.17 per 
cent (plus 0.12 per cent); Thailand, 9.00 per cent 
(plus 0.20 per cent); Federation of Nigeria, 6.20 per 
cent (plus 0.10 per cent). 

The Council did not renew the authority which had 
been granted on previous occasions to the buffer stock 
manager to operate within the middle price range 
(£780 to £830 per ton) of the Agreement during the 
third quarter of 1960. On April 28, 1960, the manager 
reported that there were 10,050 long tons of tin metal 
in the buffer stock as of December 31, 1959. 
Source: The Malayan Tin Bureau, Tin News, Wash- 

ington, D.C., May 1960. 


Cocoa Production and Prices 

Large crops and low prices for cocoa are expected 
to continue in 1960. World production this season is 
estimated at more than 2 billion pounds, an increase 
of 5 per cent. Although lower prices are expected to 
stimulate consumption, an increased carry-over is still 
likely. In 1959, many cocoa producers withheld supplies 
from the market in an effort to maintain prices. Brazil, 
for example, tried to prevent a price decline by means 


£3,214,285 at the Bank of England, DM 37,800,000 at 
the Deutsche Bundesbank, NF 24,685,285 at the Bank 
of France, and US$24,700,000 at the Federal Reserve 
Bank of New York. 

Brazil’s quota in the Fund recently was increased 
from $150,000,000 to $280,000,000. Brazil’s drawings 
on the Fund, previous to this new transaction, have 
amounted to the equivalent of $260,750,000, of which 
$168,500,000 has been repaid. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., May 20, 1960. 


of a minimum export price program. However, since 
the prices of by-products, such as cocoa butter, are 
not controlled, exports of these products increased 
in 1959, while shipments of cocoa beans fell by 10 per 
cent. Brazil’s total cocoa exports for the 1958-59 sea- 
son were almost 25 per cent greater than in the 
previous year. 
Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., First 
Quarter 1960. 


Loans of Export-Import Bank 

The Export-Import Bank of Washington and repre- 
sentatives of the Bank of Guatemala signed on May 2 a 
loan agreement for $5 million. These funds will enable 
the Bank of Guatemala to extend loans to various 
banking institutions in Guatemala, which in turn will 
grant loans for the purchase in the United States of 
machinery and equipment needed to initiate or to ex- 
pand private industrial undertakings. The individual 
loan proposals will be reviewed by the Bank of Guate- 
mala, as well as by the Monetary Board of that 
country. The loans will be repayable in not more than 
ten years. 

On May 19, the Export-Import Bank signed an agree- 
ment with the Société des Grands Hotels du Liban for a 
credit of $3.1 million, to aid in constructing and put- 
ting into operation a hotel in Beirut. The credit will 
be used to purchase in the United States construction 
materials, engineering services, and hotel equipment. 
The credit is guaranteed by the Intra Bank of Beirut. 
Sources: The Export-Import Bank of Washington, 

Press Releases, Washington, D.C., May 2 
and 19, 1960. 
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Europe 


European Economic Community 

On May 12, the Council of Ministers of the European 
Economic Community took a number of decisions in 
order to speed up the implementation of the common 
market between Belgium, France, Germany, Italy, 
Luxembourg, and the Netherlands. As provided for in 
the Treaty of Rome establishing the European Eco- 
nomic Community (March 25, 1957), the internal 
tariff, which was reduced by 10 per cent on January 1, 
1959, will be reduced by a further 10 per cent on 
July 1, 1960. In addition, internal tariffs for industrial 
goods will be reduced again by 10 per cent before 
December 31, 1960, and may be further reduced by 
20 per cent before December 31, 1961 if the Council 
of Ministers takes a decision to that effect before 
June 30, 1961; for agricultural goods which are not 
liberalized, internal tariffs will be reduced by a further 
5 per cent before December 31, 1960. 

In conformity with the Rome Treaty, the six coun- 
tries increased the quotas remaining in their reciprocal 
trade by 20 per cent on January 1, 1959 and again 
on January 1, 1960. It has now been decided that 
quotas on industrial goods should be eliminated as 
soon as possible, and in any case before the end of 
1961. Import quotas for agricultural goods will be 
increased by 20 per cent at the beginning of 1961, 
and by then should be equivalent to at least 5.2 per 
cent of domestic production. In 1960 imports of agri- 
cultural products under state trading are to be 20 per 
cent, and in 1961 they are to be 30 per cent, greater 
than average actual imports during 1955-56 and 1957. 

Steps will also be taken to hasten the establishment 
of the common tariff between the countries of the 
European Economic Community and other countries. 
Before the end of 1960, and not before the end 
of 1961 as provided by the Treaty of Rome, each of 
the six countries will reduce by 30 per cent the dif- 
ference between its external duties as of January 1, 
1957 and the common tariff. This reduction will not 
apply to agricultural goods, and it will be made on the 
basis of the common tariff lowered by 20 per cent, to 
the extent that it does not bring the external duties of 
member countries below the common tariff as origi- 
nally calculated. A different procedure may be applied 
to reduce external duties on some products deemed 
particularly vulnerable to foreign competition. Germany, 
which reduced its external tariff by 25 per cent in 
July 1957 as an instrument of anticyclical policy, 
might have been obliged to restore its tariff to the 
level reached on January 1, 1957 (see this News 
Survey, Vol. XII, p. 341), but it was decided that 
Germany should cancel, before the end of 1960, only 
half of the decrease made in July 1957. 


The Council of Ministers decided that the six coun- 
tries might extend to nonmember countries the reduc- 
tions in their internal duties on a basis of reciprocity. 
The reduction of 20 per cent in the common external 
tariff will be consolidated in part or in total during the 
forthcoming negotiations of the General Agreement on 
Tariffs and Trade in early 1961. The six member 
countries declared their readiness to negotiate with 
the seven countries participating in the European Free 
Trade Association on ways of alleviating the repercus- 
sions of the above measures on their exports, in order 
to maintain, and even to increase, trade between 
themselves. 

Le Monde, Paris, France, May 14, 15-16, 
and 22-23, 1960. 


U.K. Trade 

The trade deficit of the United Kingdom fell in April 
to £55 million, from almost £72 million in March. 
Exports, at £307 million, were largely unchanged, and 
the value of imports, at £374 million, was £20 million 
less than in March; re-exports, at £11 million, were 
slightly less than in March. The incidence of the Easter 
holidays in April had the effect of distorting the import 
figures more than the export values; export figures are 
on a “working days” basis, but crude import figures 
are by the calendar month. Thus, the Board of Trade 
estimates that, seasonally adjusted, the value of exports 
in April, at £299 million, was marginally higher than 
in March, while imports rose by £15 million, to 
£375 million. On the seasonally adjusted basis, the 
trade deficit in April is estimated at £65 million, com- 
pared with £52 million in March and an average 
monthly rate of £56 million for the first quarter of 1960. 
Source: The Times, London, England, May 17, 1960. 


Sources: 


U.K. Import Restrictions 

At the opening of the 16th session of the General 
Agreement on Tariffs and Trade, the Chairman an- 
nounced that the U.K. Government has renounced 
resort to Article XII of the General Agreement, the 
article allowing a country to impose import restrictions 
for balance of payments reasons. 
Source: The Financial Times, London, England, 

May 17, 1960. 


Capital Investment in the United Kingdom 

Figures compiled by the Machine Tool Trades Asso- 
ciation on new orders in the United Kingdom show 
that net new orders in February were the highest for 
any month on record; they totaled more than £13 mil- 
lion, which was more than double the figure for Feb- 
ruary 1959 and about £3 million more than the highest 
monthly figure recorded in November 1954. In retro- 
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spect, it is now becoming clearer that last autumn was 
a turning point in the capital equipment cycle. The 
consumer trades had been booming for six months or 
more, and the revival in industrial output had already 
led to growing confidence in industry generally. In 
August, new net orders reaching the machine tool 
industry exceeded the monthly output of industry for 
the first time in many months. As new orders continued 
to exceed production, the total order book naturally 
began to rise again, especially after plans that had 
been delayed until after the election were put into 
operation. The inflow of new orders for machine tools 
in January and February 1960 totaled £23 million, 
against some £10 million in the same months of 1959. 
The industries’ total order book rose from less than 
£50 million at the end of August to more than £64 mil- 
lion at the end of February. 

Source: The Times, London, England, May 4, 1960. 


French Repurchase from IMF 

On May 12, France repurchased the equivalent of 
US$50 million from the International Monetary Fund. 
Under stand-by credits granted in October 1956 and 
January 1958, France purchased from the Fund 
$262.5 million in the period February-June 1957 and 
$131.25 million in the period March-June 1958. The 
Fund’s holdings of French francs were subsequently 
reduced by a drawing by Spain of French francs equiva- 
lent to $12.5 million in August 1959 and by a French 
repurchase of the equivalent of $200 million in Novem- 
ber 1959. As a result of the recent repurchase, the 
Fund’s holdings of French francs have been reduced 
to 92 per cent of quota. It is reported that the French 
Government intends to repurchase by the end of 1960 
the equivalent of $131.25 million, thus bringing the 
Fund’s holdings of French francs back to 75 per cent 
of quota. 


Source: Le Monde, Paris, France, May 15-16, 1960. 


Danish Balance of Payments 

In spite of the continued improvement in Denmark’s 
terms of trade, there was a deterioration in the balance 
of payments on goods and services account in 1959. 
The trade account showed a deficit of DKr 743 mil- 
lion, compared with a surplus of DKr 121 million 
in 1958. Net receipts from Danish services increased 
to DKr 795 million, from DKr 746 million in the 
previous year: net earnings from ocean shipping rose 
to DKr 540 million, from DKr 475 million; and net 
receipts from foreign travel decreased to DKr 130 mil- 
lion, from DKr 170 million. Thus, the surplus on 
goods and services account was small—DKr 52 mil- 
lion in 1959, compared with a surplus of DKr 867 mil- 
lion in 1958. 


Despite the substantial deterioration in the goods 
and services account, Denmark’s net foreign reserve 
position was strengthened further, as there was a large 
inflow of capital in 1959. Preliminary data suggest 
that private capital transactions led to a net inflow of 
about DKr 250 million, compared with an inflow of 
only some DKr 50 million in 1958. Also, substantial 
loans raised abroad on official account and total identi- 
fied transactions on capital account led to an inflow in 
1959 of DKr 400 million, in contrast to an outflow of 
DKr 48 million in 1958. In addition to the inflow of 
identified capital in 1959, unrecorded transactions 
yielded a surplus of about DKr 150 million. 

During the year, Denmark repurchased from the 
Fund the equivalent of DKr 117 million and paid 
DKr 107 million in gold in respect of the increase in 
its quota in the Fund. The net reserves of the banking 
system increased by DKr 380 million, compared with 
an increase of DKr 808 million in the previous year. 
At the end of 1959, total net reserves of the banking 
system were DKr 1,054 million. In addition, there was 
an improvement of DKr 87 million in the net foreign 
assets of the Government and the local authorities. 


Source: Bérsen, Copenhagen, Denmark, May 7, 1960. 


Monetary Policy in Denmark 

The National Bank of Denmark is again granting 
facilities that will enable the banks, savings banks, and 
exchange dealers to obtain loans from the central bank 
against the deposit of securities. The security holdings 
of the banks amount at present to DKr 2,342 million, 
of which it is estimated that DKr 1,800-1,900 million 
rank as collateral for advances. The facilities now 
granted have not been available since 1948; on the 
other hand, banks have at different times been able to 
refinance certain special credits, such as export credits 
and, to a limited extent, loans for the financing of 
shipbuilding. These special credit arrangements have 
now lapsed. Announcing its decision, the National Bank 
refers to the hint contained in its annual report to the 
effect that bank liquidity might gradually begin to con- 
tract. There is much to indicate that this situation is 
now developing, which would be particularly unfortu- 
nate at the coming turn of the half year, with its heavy 
demands on the banks. Although the general economic 
situation makes the continuance of a tight monetary 
policy necessary, the National Bank has deemed it 
expedient to reinstate the facility for loans against 
security. At the same time, it stresses that the situation 
still calls for restraint on the part of the banks in their 
lending activities. It advises them to concentrate on 
credits for export and productive investments, but to 
hold back on the granting of loans for the financing 
of consumption. 
Source: Bgrsen, Copenhagen, Denmark, May 13, 1960. 
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Norway's Balance of Payments 

Preliminary figures for Norway’s balance of pay- 
ments for the first quarter of 1960 show a deficit of 
NKr 140 million (US$20 million) on current account, 
compared with a deficit of NKr 318 million ($45 mil- 
lion) in the same period last year. The improvement 
was due mainly to higher net earnings from ship- 
ping. While the trade surplus, excluding ships, in- 
creased from NKr 330 million in the first quarter of 
1959 to NKr 557 million in the first quarter of this 
year, net imports of ships fell from NKr 662 million 
to NKr 393 million and net freight earnings increased 
from NKr 680 million to NKr 770 million. Net income 
from other services increased by NKr 40 million, and 
donations yielded NKr 6 million, net. 

For goods and services as a whole, export prices 
were about | per cent higher in the first quarter of 1960 
than in the first quarter of 1959, while import prices 
were about unchanged. Thus, total terms of trade for 
goods and services improved by about 1 per cent; for 
goods (excluding ships), there was also a slight im- 
provement in the terms of trade. 

The capital account shows a net inflow of NKr 167 mil- 
lion ($23 million), which, in addition to unrecorded 
capital movements, resulted in an increase of NKr 55 mil- 
lion in net foreign exchange holdings, to NKr 2,853 mil- 
lion at the end of March 1960. Of the gross capital 
inflow of NKr 221 million, NKr 150 million was 
accounted for by public loans and NKr 34 million by 
loans in connection with imports of ships. 

The increase in production, which had started in 

the second half of last year, accelerated in the first 
quarter of this year, and a further rise is expected in 
the coming months. The international boom conditions 
should ensure a greater demand for Norwegian ex- 
ports, and there is an increasing domestic demand for 
consumption goods at the same time that industrial 
investment is rising. In the first quarter of 1960, indus- 
trial production was 7-8 per cent higher than in the 
first quarter of 1959 and about 5 per cent higher than 
the output attained during the boom in 1957. The 
value of exports of goods was about 15 per cent higher 
in the first quarter of 1960 than in the same period 
last year, and the value of imports increased by about 
25 per cent. The large increase in imports was due 
mainly to higher purchases of raw materials for in- 
dustry, but there was also a considerable increase in 
imports of investment goods. 
Statistisk Sentralbyra, Statistisk Ukehefte, 
No. 20, 1960, and Norges Handels og 
Sj@fartstidende, May 20, 1960, Oslo, Nor- 
way. 


Sources: 


Freer Trade in Norway 


According to the Ministry of Trade, more than half 
of Norway’s import restrictions will be lifted as of 
July 1, 1960. The new liberalization measures will 
affect mainly goods for which import licenses have 
been granted rather freely in the past. Lists of goods 
to be freed and of those still subject to import regu- 
lation after July 1 will be published shortly. 

After the new measures become effective, only a 
small percentage of Norwegian imports will still be 
subject to quantitative restrictions. Moreover, it had 
previously been decided to free car imports as of 
October 1 this year. 

These measures are in addition to the 20 per cent 
increases in quotas and the new import quotas to be 
established from July 1 under the European Free Trade 
Association (EFTA) agreement. The 20 per cent in- 
creases in quota (basis, 1959 quotas) will not mean 
much to Norway, because for most goods the global 
quotas already fixed for 1960 more than meet the 
EFTA demand. However, the completely new import 
quotas will be of some importance. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, May 19, 1960. 


Trade and Payments Between Sweden and Poland 

Sweden and Poland have signed a trade and pay- 
ments agreement providing for an exchange of goods 
according to quota lists during the period May 1, 1960- 
April 30, 1961. With a view to reducing Poland’s 
deficit as much as possible, special efforts were made 
to widen the quotas for Polish deliveries to Sweden, 
especially those covering chemical products. Swedish 
imports of Polish coal and coke are expected to remain 
about the same as during the period of the previous 
agreement. The payments agreement of December 3, 
1951 will cease to be operative as from June 1, when 
settlements between the two countries will be carried 
out on a convertible currency basis. It is pointed out 
that Poland is the first Soviet bloc country to be in- 
cluded in the Swedish convertible account area and 
that, henceforth, for Polish residents the Swedish krona 
will be convertible, although the Polish zloty will 
remain inconvertible in Sweden. 
Source: Svenska Dagbladet, Stockholm, Sweden, 

May 7, 1960. 


Spanish Foreign Travel Exchange Regulations 


Spaniards traveling abroad are to be allowed to take 
out of the country the equivalent of 6,000 pesetas 
(US$100) in foreign currency, double the amount 
hitherto permitted. Spaniards traveling on business may 
be allowed larger amounts. Visitors to Spain will no 
longer be required to make currency declarations on 
crossing the frontier. 

Source: The Times, London, England, May 16, 1960. 
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Economic Situation in Italy 


The President of Italy’s Council of Ministers, in a 
speech on May 8 reviewing recent economic develop- 
ments in Italy, stated that in 1959 the gross national 
product expanded by 6.6 per cent in real terms and 
that expansion continued in the first few months 
of 1960. Consumer demand increased further, owing 
to the continued stability of prices and to a further 
increase in employment. Investment continued to rise 
in expectation of further expansion in total demand 
and also in order to maintain and possibly raise the 
competitiveness of Italian products on foreign markets. 
In the first quarter of 1960, industrial production was 
15 per cent more than in the corresponding period 
of 1959 and 4 per cent more than in the last quarter 
of that year. A further large increase in national product 
is expected in 1960. 

The present expansion is the result of considerable 
increases in both private and public investment. Private 
investment has expanded rapidly since the last quarter 
of 1959. Budgetary investment expenditure in 1960 
will be about Lit 250 billion larger than in 1959; the 
increase will be directed mainly toward stimulating 
activity in the private sector, especially that of small 
and medium-sized enterprises. 

As a result of the rapid industrial expansion, im- 
ports rose sharply in early 1960; and, despite increased 
exports and the favorable balance on account of 
invisibles, the balance of payments surplus on goods 
and services account was reduced from the equivalent 
of US$269 million in the first quarter of 1959 to 
$158 million in the same period of 1960. Such a 
change is considered favorable. The expansion of 
domestic demand, and in particular the demand for 
capital goods, allows the internal market to absorb 
resources which in recent years had been used to 
improve the country’s foreign exchange position. 
Sources: Corriere della Sera, Milan, Italy, May 9, 10, 

and 11, 1960. 


Currency and Tax Reform in U.5.S.R. 

All Soviet citizens will be required during a three- 
month period beginning in January 1961 to exchange 
the rubles now in circulation for new rubles at the 
rate of ten to one. All wages and prices will be divided 
by ten, and the nominal gold parity of the ruble multi- 
plied by ten. This will raise the nominal exchange value 
of the ruble from 25 cents, as at present, to $2.50, or 
make the tourist rate of exchange $1— 1 ruble. In 
announcing this reform, Mr. Khrushchev said that at 
present no one bothers with a kopeck, but after the 
reform the kopeck will buy a box of matches, so that 
there will be greater care not to waste money. 

Income taxes in the U.S.S.R. are to be reduced by 
stages, beginning on October 1, 1960, and the process 


is to be completed by 1965. By that time, those who 
earn less than 1,000 rubles a month will pay no 
income tax and there will be no downward adjustment 
of their wages. The wages of those earning between 
1,001 and 2,000 rubles a month will be reduced by 
part of the amount of income tax relief received by 
them, and the salaries of those who earn more than 
2,000 rubles a month will be reduced by the amount of 
the tax remission. The bachelor tax which was imposed 
during World War II is to be abolished. As a result of 
these changes, the share of indirect taxes, which are 
described as “profits of socialist industry,” in the Soviet 
budget will be still further increased. 

Source: The Times, London, England, May 18, 1960. 


Middle East 


Foreign Trade of U.A.R. (Syrian Region) 

Exports, imports, and the trade deficit of the U.A.R. 
(Syrian Region) in 1959 were considerably less than 
in 1958. The second consecutive grain crop failure 
caused by drought conditions halted cereal exports. 
This was the primary cause of the 15 per cent decline 
in total exports, to LS 356.2 million in 1959. Owing 
in part to increased restrictions, imports in 1959, at 
LS 636.7 million, were about 13 per cent lower 
than in 1958. The 1959 trade deficit amounted to 
LS 280.5 million, compared with LS 309.6 millioe in 
the previous year, a decline of about 9 per cent. 

The western countries retained their leading posi- 
tions as main suppliers and customers, while the rela- 
tively small trade with Soviet bloc countries declined 
significantly. The Federal Republic of Germany re- 
mained by far the most important supplier, followed by 
France, the United Kingdom, the United States, Italy, 
and Lebanon. France headed the list of the Region’s 
customers; Lebanon and the United States were next 
in importance. Exports to the Soviet bloc countries 
represented only 8.3 per cent of total exports in 1959, 
compared with 31.3 per cent in 1958; imports from 
that group declined from 11.9 per cent of total imports 
in 1958 to 10.8 per cent in 1959. Thus there was a 
deficit of LS 39.4 million in trade with this group, in 
contrast to a surplus of LS 44.9 million in 1958. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N.Y., May 1960. 


Foreign Currency Budget of Israel 

Israel’s Ministerial Economic Committee recently 
approved a foreign currency budget estimate of 
$685 million for the fiscal year 1960-61; the budget 
for 1959-60 was $635 million. Revenue from exports 
and services is expected to increase from $265 million 
to $305 million. Private transfers are expected to be 
$35 million; personal compensation payments from 
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Germany, $65 million; German reparations, $75 mil- 
lion; institutional transfers, $60 million; U.S. Govern- 
ment aid and loans, $50 million; sale of State of Israel 
Development Bonds, $35 million; and private invest- 
ments, $20 million. Total expenditure includes $350 mil- 
lion for imports of merchandise, $185 million for 
services, $93 million for equipment, and $49 million 
for ships. 
Source: Hollandsche Bank-Unie N.V., Economisch 
Overzicht, Amsterdam, Netherlands, April 
1960. 


Iraq's Ordinary Budget 

Iraq’s ordinary budget covering the fiscal year starting 
April 1, 1960 estimates expenditures at ID 116.2 mil- 
lion and income at ID 102.1 million, compared with 
budgetary estimates of ID 102.9 million and ID 95.3 mil- 
lion, respectively, in the preceding fiscal year. Accord- 
ing to preliminary estimates, actual expenditures in the 
year just ended amounted to ID 112 million, i.e., about 
ID 9 million more than the original estimates. The 
Government expects the actual deficit in the current 
year to be smaller than the estimate as a result of 
improvements in the system of tax collection and greater 
economies in government operations. The main source 
of revenue will continue to be 50 per cent of oil re- 
ceipts. The main fields of government expenditures will 
be defense, ID 36.5 million; education, ID 19 million; 
police and security departments, ID 9 million; and 
Ministry of Health, ID 6.5 million. Expenditures on 
development are excluded from these figures and are 
provided for under the Interim Economic Plan of 
1959; for the four years 1959-62, they are estimated at 
ID 392 million, to be financed from the remaining half 
of Iraq’s oil receipts. 
Source: Middle East Economic Digest, London, Eng- 

land, May 13, 1960. 


Far East 
Salt Exports of Ceylon 


Ceylon and Japan have entered into an agreement 
for the export of salt from Ceylon to Japan. In the 
first year of the agreement, Ceylon will supply a mini- 
mum of 100,000 tons; subsequently, however, annual 
exports are expected to reach 500,000 tons per year 
and their value will be Rs 10-15 million (US$2-3 mil- 
lion). Ceylon is also expected to export by-products, 
such as gypsum, valued at Rs 12 million a year. The 
price of salt is to be determined by the ruling price in 
the supply zone, which at present is about Rs 20 a ton. 


Source: Ceylon News, Colombo, Ceylon, May 19, 1960. 
Trade Agreement Between Malaya and Japan 


A trade agreement between the Federation of Malaya 
and Japan, signed in Kuala Lumpur on May 10, will 
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become effective on the exchange of instruments of 
ratification in Tokyo, expected by the end of the year. 
The agreement will remain in force for a minimum 
period of three years and will continue thereafter, unless 
either Government wishes to terminate it. 


The two Governments have agreed to extend to each 
other most-favored-nation treatment in trade, exchange 
control, immigration, and shipping; to prevent the 
dumping of natural and synthetic rubber and tin from 
any third country that threatens Malaya’s exports to 
Japan; and to hold consultations should Malaya’s ex- 
ports of natural rubber and iron ore decline from their 
present high levels. In addition, Japan will ensure mar- 
kets for other main Malayan exports, such as canned 
pineapples and timber, and for a wider range of raw 
materials. The Federation of Malaya will withdraw the 
application against Japan of Article 35 of the General 
Agreement on Tariffs and Trade. Currently, Japan buys 
from Malaya three times as much as it sells to that 
country. 


This is the second trade agreement signed by the 
Federation; the first was signed with Australia in 
August 1958 (see this News Survey, Vol. XI, p. 104). 


Sources: The Times, London, England, May 11, 1960; 
The Journal of Commerce, New York, N.Y., 
May 11, 1960; The Straits Budget, Kuala 
Lumpur, Malaya, May 18, 1960. 


Joint Machinery Plant in China (Taiwan) 


A joint Japan-Taiwan enterprise for the production 
of agricultural machinery of Japanese design will shortly 
be established in Taipei. The Yanmar Diese! Company 
of Japan has concluded a contract with the Taiwan 
Land Bank of Taipei, and the Izeki Agricultural Ma- 
chinery Company will do so in the near future. These 
two Japanese firms and a Chinese bank will establish 
a mew company, the China Agricultural Machinery 
Company, with a capital of 600 million yen. 

Source: Far Eastern Economic Review, Hong Kong, 
April 28, 1960. 


Emergency Stabilization Policy in Korea 


As a temporary emergency measure to stabilize 
domestic prices, Korea’s Ministry of Commerce and 
Industry has decided to permit imports from Japan. 
According to the Ministry, some hw 2 million worth of 
commodities are already on the way to Korea, and 
another hw 2 million may be imported from Japan 
with dollar earnings accruing from contracts with the 
U.S. and UN Armed Forces for the supply of goods 
and services and from other sources.. The Ministry 
states that these imports, together with scheduled auc- 
tion sales of 20 million ICA dollars to pay for imports 
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of various types of essential commodities, should result 
in stabilization of the price level. If this emergency 
policy fails, the Ministry will attempt to ensure that 
government-held exchange is released for payment of 
imports. 

The index of wholesale prices in Seoul for March 
1960 was 4.7 per cent higher than December 1959; 
between December 1958 and March 1959, in contrast, 
there had been a decline of 3.4 per cent. At the middle 
of May 1960, the index was 7.4 per cent higher than 
at the end of December 1959, compared with an 
increase of 2.1 per cent in the first five months of 1959. 
Sources: The Korean Republic, May 13 and 16, 1960, 

and Bank of Korea, Monthly Statistical 
Review, various issues, Seoul, Korea. 


United States 


U.S. Employment and Production 

Employment in the United States rose by 1.9 million 
in April, to 66.2 million; this increase more than com- 
pensated for the temporary setback in March that was 
due to bad weather. There were sharp increases in 
employment in agriculture and construction and a sub- 
stantial pre-Easter improvement in trade. However, 
several hard-goods manufacturing industries reported 
employment declines larger than normal for this time 

of year. Total employment in April was about 600,000 

greater than would have been expected after allowance 

for the normal seasonal expansion from February. Un- 
employment fell by 550,000 to 3.7 million, about 

double the normal seasonal decline for April. As a 

result, the seasonally adjusted rate of unemployment 

fell to 5.0 per cent of the labor force, from 5.4 per 
cent in March. 
Increased output of consumer goods in April offset 

a further curtailment in steel, and the total index of 

industrial production was unchanged from the March 

rate of 109 per cent of the 1957 average. The expan- 
sion of consumer goods output reflected the increase in 
retail sales, to a new high in April. Production of 
consumer goods had been reduced in February and 

March from the sharply advanced rate reached in 

January in relation to retail sales. 

Sources: Department of Labor, Monthly Report on 
the Labor Force, April 1960, and Board of 
Governors of the Federal Reserve System, 
National Summary of Business Conditions, 
May 16, 1960, Washington, D.C. 


Latin America 


Exchange Unification in Peru 
By Supreme Decree of May 17, 1960, the Govern- 
ment of Peru suspended the foreign exchange certifi- 


cate system which had been in effect since 1948. Thus, 
Peru now has a unified exchange market with a fluctu- 
ating rate of exchange. 

The certificate system required that all U.S. dollar 
and sterling proceeds from exports be converted into 
exchange certificates denominated in these currencies. 
The certificates, valid for a period of five days, were 
negotiable in the certificate market and used to pay for 
imports and certain authorized nontrade transactions. 
All other transactions were permitted freely in the 
draft market. 


Following the suspension of the exchange certificate 
system, the Ministry of Finance also suspended on 
May 17 the regime of export licenses, which in effect 
were an undertaking to deliver to the Central Reserve 
Bank the U.S. dollar and sterling. proceeds from exports 
against exchange certificates. Exporters will continue to 
be required to declare the value of their shipments for 
the purpose of export duties. 


Sources: Banco Continental, News Letter, Lima, Peru, 


May 17 and 18, 1960. 


Modifications of Chilean Banking Law 

Under Decree-Law No. 252, which came into force 
on May 1, modifying the general banking law in Chile, 
the formation of small banks, such as has been occur- 
ring in the past few years, will be prohibited. Banks 
must now have an initial paid-up capital of not less 
than 2 million escudos when their head office is in 
Santiago or Valparaiso, and 500,000 escudos when it 
is in other towns; no existing bank may open a branch 
or agency in the two main cities unless it has a capital 
of 2 million escudos. Existing banks will be allowed 
until January 1, 1966 to increase their capital to these 
minimum amounts. Legal reserves must represent 
25 per cent of paid-up capital, and banks are obliged 
to allocate not less than 10 per cent of profits to this 
fund until it is completed. Not more than 40 per cent 
of a bank’s paid-up capital and reserves may be in the 
form of real estate, but the existing banks may retain 
the properties that they now possess, even if they 
exceed that limit. 

Revised maximum limits on loans favor joint stock 
companies, exporters, and undertakings connected with 
economic development. Commercial banks may not 
lend more than 5 per cent of their paid-up capital and 
reserves to any one person or firm, but the limit may 
be increased to 10 per cent when the excess over 
5 per cent corresponds to discounts of trade bills or 
is guaranteed by assets of a greater value. These limits 
are raised to 10 per cent and 25 per cent, respectively, 
when the loans are made to government organizations 
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or to joint stock companies. When the excess corre- 
sponds to advances in foreign currency for exports of 
any kind or for imports of raw materials, essential 
consumer goods, machinery, spare parts, and other 
material required for production, the limits are raised 
to 20 per cent and 50 per cent, respectively. Further- 
more, subject to authorization from the Superintendent 
of Banks, these limits may be raised to 30 per cent and 
75 per cent when the excess corresponds to advances 
granted in foreign currency for exports of any kind, 
or for imports of capital goods to be used in productive 
activities to develop the natural resources of Chile. 
Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, 
May 7, 1960. 


Other Countries 
Australian Balance of Payments 


The Australian Minister for Trade has forecast that 
Australia will have a current account deficit of 
£A 200 million in the fiscal year to June 30, 1960. 
With private capital inflow continuing high, Australia’s 
international reserves are likely to show little change at 
June 1960 from the £A 516 million at June 1959. 
He suggested that Australia would need to expand its 
annual export income by £A 250 million in the next 


five years to sustain the tempo of its national develop- 
ment and population growth. However, new elements 
coming into international trade are making the expan- 
sion of exports much more difficult. 


Source: The Financial Times, London, England, 
May 18, 1960. 


New Zealand Balance of Payments 

The New Zealand balance of payments (based on 
the exchange record), which in 1959 showed the first 
surplus on goods and services account since 1953, 
continued to show an excess of receipts over payments 
in the first quarter of 1960. Receipts from exports rose 
from £NZ 75.2 million in January-March 1959 to 
£NZ 83.5 million in the first quarter of 1960, mainly as 
a result of higher wool prices, which raised the value 
of wool exports by £NZ 8.4 million, to £NZ 34.9 mil- 
lion. However, the trade surplus declined slightly as 
private imports, in response to the Government’s policy 
of gradual liberalization, increased more than exports— 
by £NZ 10.8 million, to £NZ 55.7 million. Payments 
for government imports were somewhat higher than in 
January-March 1959, and since certain other expendi- 
tures—particularly the Government’s overseas invest- 
ments of £NZ 4.3 million—were larger than a year 
earlier, the over-all surplus was £NZ 8.3 million, com- 
pared with £NZ 18.4 million in the first quarter of 1959. 
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The increase in New Zealand’s net overseas assets 
in January-March 1960 was £NZ 10.0 million. In April, 
the reserves rose further, by £NZ 9.7 million, amount- 
ing to £NZ 107.3 million (US$300 million) at the 
end of the month. This corresponds to approximately 
five months’ imports and compares with £NZ 85.2 mil- 
lion at the end of April 1959. If the reserve move- 
ment follows its normal seasonal pattern, reserves 
will continue to increase for at least another two 
months; last year’s highest point, attained in August, 
was £NZ 108.6 million, while the all-time peak, re- 
corded in June 1954, is £NZ 141.1 million. 


Sources: Reserve Bank of New Zealand, Bulletin, 
Wellington, New Zealand, April 1960; The 
Financial Times, London, England, May 18, 
1960. 


U.K. Development Loan for Nigeria 


Nigeria and the United Kingdom have signed an 
agreement for a ten-year loan of £12 million, to be 
extended by the United Kingdom after Nigeria becomes 
independent on October 1, 1960. The funds will be 
used for purchases of U.K. goods and services required 
for the development of the Nigerian economy. 


Source: The Journal of Commerce, New York, N.Y.., 
May 18, 1960. 


Corrigendum 


Vol. XII, No. 45, May 20, 1960, page 361, item 
“Import Program of Viet-Nam”: The first sentence 
should read, “In view of the decrease in U.S. aid to 
Viet-Nam, the Vietnamese authorities transferred in 
January 1960 a number of commodities from the pro- 
gram financed by U.S. aid to the import program, 
expected to total the equivalent of about US$50 mil- 
lion, that is to be financed from Viet-Nam’s own 
exchange reserves.” 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
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